Infor

mation

Bank

European

Investment

In this issue

EiB FINANCING
OPERATIONS IN 1976

p1i1-4
USING WATER TO
STORE ELECTRICITY
p5-6
CEMENTING INDUSTRIAL

COOPERATION
IN WEST AFRICA

p7-8

INTEREST RATES

p8

BEFEB

2 PLACE DE METZ-LUXEMBOURG

ngy

FEBRUARY 1977

EIB financing operations rise
to 1 273 million u.a. in 1976

An increase in financing operations to a total of 1273.3 million units of
account (u.a.) is shown in the European Investment Bank’s preliminary
figures for 1976. This compares with 1006.5 million u.a. in the previous

year.

For the first time loans and guarantees provided by the Bank within the
Community passed 1000 million u.a. to reach 1086 million, against 917.5

million in 1975.

In pursuit of the principal task given to the Bank under the Treaty of Rome,
three-quarters of the funds went towards investments which will help the
development of less favoured regions of the Community.

Under its second main role, the
Bank continued to support pro-
jects which are of common inte-
rest to several Member Countries
or to the Community as a whole,
notably in the energy sector.

Outside the Community, lending
rose to 187.3 million u.a. (against
89 million in 1975) principally be-
cause of the rhythm of new acti-
vity under the Lomé Convention,
signed between the EEC and Afri-
can, Caribbean and Pacific (ACP)
States, and under the agreement to
provide financial assistance to
Portugal.

An upswing in lending to industry
was a marked feature of the Bank's
operations within the Community
last year: it rose to 297.8 million u.a.
from the 1975 figure of 138.2 mil-
lion.

Particularly welcome, seven new
global loans totalling 61.2 million
u.a. (against 10 million in 1975) were
granted by the Bank to intermed-
iary financial institutions for on-
lending to aid small and medium-
scale industrial ventures. Credit
provided during the year from the
new global loans, and from others
previously granted, amounted to
47.5 million u.a. and helped to
finance 86 ventures.

This progress in lending to industry,
despite a generally low level of
industrial investment, was the

growth area in the Bank's opera-
tions within the Community last
year; the volume of finance provi-
ded for infrastructure investments
remained at roughly the same level
as in 1975 (788.2 million u.a. com-
pared to 779.3 million).

The production and transmission
of energy, which appear as infra-
structure in EIB statistics, accoun-
ted for 376.5 million u.a. The majori-
ty of this concerned the exploita-
tion of North Sea oil and gas re-
sources and development of nu-
clear power, both of which will
reduce the Community’s depen-
dence upon hydrocarbon imports.
Substantial funds were made
available for improvements to tele-
communications (200.1 million u.a.},
transport (107.2 million u.a.) and
water supplies/irrigation (104.4
million u.a.), most of the projects
being designed to support econo-
mic growth in less developed
regions.

820 million u.a. for less
favoured regions

About 820 million u.a. went to-
wards industrial and infrastructure
projects in less favoured regions,
against 670.6 million in 1975.

Finance for investments serving a
«common interest» totalled 438.6
million u.a., about the same as in



the previous year; .this includes
172.6 million for investments which
will also help to alleviate regional
problems and which are taken into
account in the total of 820 million
u.a. for regional development.

It is estimated that around 12 000
jobs should be directly created, and
7000 more safeguarded, by the
investments which the Bank helped
to finance within the Community
in 1976. This takes no considera-
tion of the longer term effects of
many infrastructure projects, such
as those concerning telecommuni-
cations and energy supplies, which
in themselves provide relatively
little direct employment, except
during the construction period,
but which lay down the base for
industrial growth.

Ireland, ltaly and the United King-
dom, the three countries with the
most acute regional development
problems, accounted for over
three-quarters of the total finance
provided for investments within
the Community.

In the United Kingdom lending by
the Bank rose to 417.6 million u.a.
(£259 million) — 38.5% of all ope-
rations within the Community.

The improvement of energy sup-
plies accounted for almost half
of the total (191.2 million u.a.) with
loans provided for extensions to
the natural gas transmission system
in Scotland, the North and South
West of England, construction of a
pumped storage power station at
Dinorwic in North Wales, production
installations in the Beryl and Thistle
oil fields in the North Sea and an
oil pipeline from the Ninian oil field
to the Sullom Voe petroleum har-
bour in the Shetlands.

Finance was also provided for im-
portant water supply schemes in the
North and South-West of England,
for improvements to telecommuni-
cations in Scotland and North-East
England, and for several steel in-
dustry modernisation and expan-
sion projects in Scotland, Northern
England and Wales.

To help to improve communica-
tions between the UK and other
Member Countries the Bank gran-
ted loans for enlargement of two
hovercraft operating on. the cross-
Channel Dover-Calais, Dover-Bou-
logne routes and for the introduc-
tion of a new car/passenger ferry
on the Holyhead (Wales) — Dun
Laoghaire (Ireland) service. It also
provided finance for a high tech-
nology railway project, the cons-
truction of three Advanced Pas-
senger Trains — capable of running
at up to 250 kph on existing track —
which will improve links between
Scotland, Northern England and
the South.

In Rtaly loans granted totalled
382.6 million u.a. (Lit 342 000 mil-
lion), equivalent to 35.2% of EIB
financing within the Community.
Over 80% of the funds went to in-
vestments in the Mezzogiorno and
the Bank also provided finance, in
the form of a global loan, to help
the recovery of small and medium-
scale industrial ventures in the
Friuli region, which was hit by
earthquakes in 1976.

The share which went to industry
rose sharply to a total of 137.5 mil-
lion u.a., equivalent to 36% of all
EIB lending in ltaly last year, which
compares with 53 million u.a.
(14.8%)in 1975.

(EUA).

as follows:

1 unit of account =

Conversion rates of the Unit of Account

Since the end of 1974 the conversion rates between the EIB’s unit of account
and national currencies used in preparing the balance sheet, accounts and
statistics of the Bank are those relating to the European Unit of Account

For statistical purposes, the conversion rates adopted by the Bank are those
obtaining on the last working day of the previous quarter and, in 1976, were

1st quarter 2nd quarter 3rd quarter 4th quarter
DM 3.05382 2.85778 2.83513 2.70755
£ 0.575973 0.587723 0.618268 0.662883
Ffrs 5.21981 5.25740 5.22189 5.49043
Lit 797.769 946.666 925.592 957.268
Fl 3.13120 3.02710 3.01347 2.86030
Bfrs 46.0606 43.9793 437116 41.8478
Lfrs 46.0606 43.9793 43.7116 41.8478
Dkr 7.19697 6.84758 6.77311 6.51988
£ir 0.575039 0.587174 0.618268 0.662673

Loans provided by the Bank con-
cerned a wide range of activities,
in particular chemical industry pro-
jects in Sicily, Sardinia, Campania
and Apulia, steel industry plants
in Apulia and Lombardy, installa-
tion of pollution control equipment
at steelworks in Campania and at
an electrolytic zinc plant in Cala-
bria, which was also extended.
Other industrial projects for which
the Bank provided loans during the
year include a diesel motors fac-
tory in Apulia, which involves French
as well as Italian interests; a fac-
tory in Molise which will produce
components for  prefabricated
buildings; two factories in Basili-
cata and the Marches which are
concerned with producing con-
veyor belts, pipes and other rubber
goods.

For the financing of small and me-
dium-sized industrial ventures the
Bank granted five global loans to-
talling 40.2 million u.a. to ICIPU
(Istituto di Credito per le Imprese
di Pubblica Utilita), ISVEIMER
(Istituto per lo Sviluppo Economico
dell’ltalia Meridionale), IRFIS
(Istituto Regionale per il Finanzia-
mento alle Industrie in Sicilia),
CIS (Credito Industriale Sardo) and
to Mediocredito per le Piccole
e Medie Imprese del Friuli-Venezia
Giulia.

To facilitate industrial and agricul-
tural development, loans were made
to finance improvements to port
installations and water supplies
in the Syracuse area of Sicily, the
extension of irrigation in southern
Basilicata, the reduction of pollu-
tion in the Bay of Naples, improve-
ments to the port, road and rail
infrastructure serving the Taranto
and Manfredonia industrial zones
in Apulia and for major improve-
ments to the telecommunications
networks in Apulia, Calabria and
Basilicata.

Loans were also provided for se-
veral projects which will improve
energy supplies, including exten-
sions to natural gas distribution sys-
tems in Calabria. Basilicata and
Molise, the linking-up of a «junc-
tion» of major gaslines in Lombar-
dy and conversion of an old gas
field for storage purposes. For the
first time the Bank also granted a
loan for the mining of uranium
deposits, which are found in a
mountain area in the province of
Bergamo.

Last year saw EIB activities in
Germany again; they reached 110.8
million u.a. (DM 325 million), the
major part of this (101.6 million



u.a.) in the form of guarantees for
the financing of the Gundremmin-
dgen nuclear power station in Ba-
varia. A loan was also made for the
restructuring of a steelworks at
Neunkirchen in the Saar.

In France 60 million u.a. (Ffrs
321.4 million) was provided to
assist regional development by
improving telecommunications in
Aquitaine, the Auvergne and Finis-
tere.

Three loans totalling 57.4 million
u.a. (€r 35.4 million) were granted
in Ireland. They went towards the
building of a plant near Cork, which
will produce ammonia and urea,
principally for use in fertilisers; the
modernisation of telecommunica-
tions; and for the opening up of
new peat bogs to increase supplies
of this fuel to power stations.

In the Netherlands the Bank made
available a total of 30.4 million u.a.
(FI 91.6 million), partly in the form
of a guarantee, for the financing
of a power station at Maasbracht in
the province of Limburg.

In Belgium, a global loan of 17.9
million u.a. (Bfrs 750 million) was
granted. to Société Nationale de
Crédit a I'Industrie (SNCI) — Na-
tionale Maatschappij voor Krediet
aan de Nijverheid (NMKN) to help to
finance small and medium-scale in-
dustrial ventures in less developed
regions of Belgium and parts of the
country facing industrial conversion
problems.

A total of 9.1 million u.a. (Dkr 59.5
million) was provided in Denmark.
The Bank supported the construc-
tion of a new factory in North Jut-
land which will produce insulation
materials and the expansion of a
woodworks on the Isle of Falster;
it also granted a global loan to the
Danish Government, the proceeds
of which are being passed to the
Regional Development Board to
help to finance small and medium-
sized industrial ventures.

Large increase in EIB
activities outside the EEC

The other main sphere of Bank
activities — the provision of deve-
lopment aid to countries outside
the Community under the terms of
cooperation agreements with the
EEC - showed a vigorous expan-
sion, operations more than dou-
bling to 187.3 million u.a. (89 mil-
lion in 1975).

During the past year loans in Por-
tugal totalled 90 million u.a., equi-

valent to over half the 150 million
u.a. «exceptional emergency aid»
which the Community offered to that
country at the end of 1975 in the
form of long-term credit from the
EIB.

The aim of the Bank’s interventions
is to help to re-establish in Portugal,
at a time of particular economic
difficulties, a climate favourable
to both public and private invest-

ment. Thus, to improve electricity'

supplies which will be needed for
future industrial growth, the Bank
helped to finance, through twoloans,
the construction of a new thermal
power station at Setubal, near Lis-
bon, the erection of high-voltage
transmission lines, which connect
with the Spanish network, and the
building of a hydroelectric power
station on the Douro river. A loan
was provided for a large metallur-
gical industry project at Barreiro,
near Lisbon, and a global loan was

FINANCING PROVIDED BY THE BANK IN 1976
Breakdown by country

Number % %
of Amount of Member
operations (millionu.a.) total Countries
Ordinary operations
Member Countries
Belgium 1 17.9 14 1.6
Denmark 3 9.1 0.7 0.8
Germany 3 110.8 8.7 10.2
France 3 60.1 47 5.5
Ireland 3 57.4 4.5 53
Italy 34 382.6 30.1 35.2
Netherlands 2 30.4 24 28
United Kingdom 24 417.6 32.8 38.5
Total 73 1086.0 85.3 100.0
(of which guarantees) 3) (118.2) (9.3)
Outside the Community
Portugal 4 90.0 71
AASMM-OCTD (Yaoundé ll) 2 10.9 0.8
Togo 1 5.9 0.4
New Caledonia 1 5.0 04
ACP-countries (Lomé) 5 41.5 3.2
Cameroon 1 13.5 1.1
Ghana 1 10.0 0.8
Mauritius 1 2.0 0.1
Kenya 1 2.0 0.1
Togo 1 14.0 1.1
Total 1 1424 112
Ordinary operations total 84 1228.4 96.5
Special operations (1)
Turkey 2 6.0 0.5
AASMM - OCTD (Yaoundé) 5 186 15
Ivory Coast 1 1.0 0.1
Gabon 1 7.0 0.5
Congo 1 3.6 0.3
Senegal 1 4.6 04
New Caledonia 1 2.4 0.2
ACP-countries (Lomé - risk capital
contributions) 7 202 16
Cameroon 1 23 0.2
Upper Volta 2 4.4 0.3
Chad 1 7.5 0.6
Togo 3 6.0 0.5
Special operations total 14 44.9 3.5
Grand total 98 1273.3 100.0

(1) Financed from the resources of Member States (Turkey) and the European Development Fund (AASMM-ACP-

OCTD) and accounted for in the Bank's Special Section.
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granted to the Banco de Fomento
Nacional, the proceeds of which
will be on-lent to help to finance
small and medium-sized industriat
and tourism ventures. As foreseen
in the aid offer, all the loans carry
a 3% interest rebate paid for di-
rectly from the Community budget.
The year saw the transition from
the last operations (29.5 million
v.a.) under the old Yaoundé |
Convention, signed between the
EEC and the Associated African
States, Madagascar and Mauritius
(AASMM), to the first loans (61.7
million u.a.) under the far more com-
prehensive Lomé Convention, con-
cluded with 46 African, Caribbean
and Pacific (ACP) States, embra-
cing the former AASMM.

The EIB reached the ceiling of
90 million u.a. fixed under Yaoundé
Il for loans to the AASMM from the
Bank’s own resources by helping
to finance a clinker production
plant in Togo, which will provide
this country and its neighbours,
Ghana and the lvory Coast, with
the raw material for most of their
combined cement
A loan was also provided for expan-
sion of nickel mining in the French
overseas territory of New Caledonia.
From the resources of the Com-
munity’s European Development
Fund, five loans on special condi-
tions (18.6 million u.a.) were made
available under the provisions of
Yaoundé Il; these concemed a water
supply scheme in the ivory Coast,
-the Owendo-Booué section of the
Trans-Gabon railway and other
railway works in the Congo, irri-
gation and market-gardening in
Senegal and construction of a high-
way in New Caledonia.

The Lomé Convention, which came
into effect on 1 April 1976, provides
for the EIB to lend up to 390 million
v.a. from its own resources. It gives
the Bank responsibility for managing
100 million u.a. for use as interest
subsidies and a further 95 million
u.a. to be employed for risk capital
financing, these sums being provi-
ded by the Member States via the
European Development Fund.

Loans from the Bank's own resour-
ces which were granted last year
under the Convention totalled 41.5
million u.a. (all provided with 3%
interest rebates). These went to-
wards the construction of hydro-
electric power stations in Cameroon
and Ghana and a thermal power sta-
tion in Mauritius; a global loan was
granted to the Development Fin-
ance Company of Kenya Ltd. — the
Bank’s first operation in an ‘Eng-
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requirements..

lish-speaking African country — to
finance small and medium-scale
industrial ventures; a further loan
was provided for the clinker plant
in Togo, which the Bank had already
supported under Yaoundé I, this
project being considered of parti-
cular importance as the first large-
scale regional industrial venture
in West Africa.

Risk capital assistance in the form
of subordinated and conditional
loans totalling 20.2 million u.a. was
provided for two sugar refineries in
Upper Volta and Chad, an oil mill
in Cameroon, and to assist
the governments of Togo, Ghana
and the Ivory Coast to finance their
shares in the preference capital
of the company formed to operate
the joint-venture clinker plant in
Togo, this last illustrating the diffe-
rent types of financial aid which the
Bank can employ to the benefit of
the same project.

In Turkey two loans on special con-
ditions were granted for a total of
6 million u.a. These were used.to
make an additional contribution to
an important forestry development

scheme in the Mediterranean re-
gion of Turkey, including the crea-
tion of an industrial complex to
produce paper and wood, which
will eventually provide work for over
7500 people, and to help to finance
pre-investment studies for industrial
and infrastructure projects in the
public sector.

Lending in Turkey was limited by
the gradual depletion of the 195
million uv.a. made available under
the second EEC-Turkey Financial
Protocol for finance on special
conditions; the two operations last
year raised to 188.7 million u.a. the
amount so far provided.

748.9 million u.a. raised on the
capital markets

The Bank raised the majority of the
funds required to carry out its fi-
nancing operations by borrowing
on the financial markets a total
of 748.9 mitlion u.a., mostly through
public or private issues on the in-
ternational markets and on national
markets of certain countries out-
side the Community.

FINANCING PROVIDED WITHIN THE COMMUNITY IN 1976
Breakdown by economic policy objectives
as laid down in Article 130 of the Treaty of Rome

Amount
{million u.a.) %
Regional development 820.0 100
Belgium 17.9 2.2
Denmark 9.1 11
Germany 9.2 1.1
France 60.1 7.3
Ireland 57.4 7.0
ltaly 3471 42.3
Netherlands 30.4 3.7
United Kingdom 288.8 35.2
Common interest to several Member Countries 438.6 100
Energy 376.5 85.9
Thermal power stations 304 6.9
Hydroelectric and pumped storage stations 421 9.6
Nuclear energy 1113 25.4
Development of oil and gas deposits 60.5 138
Solid fuels 33 0.8
Gas and oil pipelines 128.9 29.4
Transport 16.4 37
Shipping 16.4 3.7
Industrial cooperation 259 5.9
New technology 19.7 4.5
Deduct: financing justified on the basis of a
double objective: regional development (1) and
common interest to several Member Coun-
tries (2) ~-172.6 -
Total 1 086.0

(1) Paragraphs (a)and (b) of Article 130 of the Treaty of Rome

(2) Paragraph (c)of Article 130 of the Treaty of Rome



Using water to store electricity

in the heart of rugged North Wales, at Dinorwic, not
far from Mount Snowdon, engineers are tunnelling into
the side of a mountain to build an underground power
station which will be the largest of its kind in Europe.
it will work on the «pumped storage» principle, which
is a means of using water to store large quantities of
electricity.

Cheaper off-peak electricity, produced during the
nighttime by base-load power stations, will be used
to pump water from one lake to another, at a higher
altitude, constituting a reserve of energy which can
be released as and when needed by allowing the
water to fall down again, at up to 300000 litres per
second, to drive turbines and generate electricity.

This huge, challenging project, which is costed at
some 480 million u. a., will begin to come on stream

at the beginning of the next decade, with a generat-
ing capacity of up to 1675 MW, equivalent to the
output required to meet the maximum electricity de-
mand of a city of more than a million people.

1t is one of six pumped storage power stations which
the European Investment Bank has helped to finance
with loans totalling 118 million u. a. out of more than
1000 million u. a. which the Bank has so far provided
for improvements to the Community’s electricity
supplies.

The Bank’s involvement in the financing of these
projects merits closer attention. Interest is being
focussed on the pumped storage principle as a method
of obtaining maximum benefit from the nuclear power
stations which have been and are being built in the
Community.

Unfortunately, the pattern of elec-
tricity consumption does not pro-
vide for the most economic gene-
ration. Consumption rises and
falls according to the time of year
and varies considerably at different
hours of the day.

Although most electricity authorities
offer reduced tariffs during slack-
est periods to try to smooth out the
peaks and troughs in consump-
tion, there is a limit to what this can
achieve. It is not even possible to
predict the variations accurately,
since too many different factors
are involved.

The constant fluctuation of demand
is difficult to reconcile with the
fact that electricity generation is
best carried out at a uniform rate.
The capital costs of power stations
demand steady, high utilisation
of equipment to reduce the unit
price of electricity as far as possible.
This is even more true of nuclear
power stations which require a
heavy initial investment but offer
low operating costs; .indeed, fre-
quent variations in their output can
lead to technical problems.

Naturally, power stations with the
lowest running costs, in particular
large nuclear stations and" also
modern coal-fired plant, are utilised
to the maximum to provide the base
load. Older, smaller oil-fired and
coal-fired plant and gas turbines,
which are more costly to run, are
brought in only as required to meet
rising demand.

Were it technically possible, the
ideal answer would simply be to
store electricity produced by the
most efficient power stations dur-
ing the hours of minimum demand
for release at busier times.

However, no way exists of accumu-
lating large quantities of electricity
as such. it is first necessary to con-
vert it into another form of energy
and the most practicable is that
of water pumped to a high level:
it can be kept indefinitely until elec-
tricity is required, and this is gene-
rated — virtually within seconds —
in the same way as in any conven-
tional hydroelectric station. i. e.
the water runs down, by the force
of gravity, to turn turbines.

The process involves certain”losses
but with modern engineering these
can be kept relatively low; about
three units of electricity are pro-
duced for every four burned during
the pumping operation.

The role of pumped storage stations
is complex but basically it is to meet
three main objectives, although to
differing degrees, according to the
plant concerned and the producer’s
operating requirements:

— they provide power during the
normal peak periods when extra
generating capacity is needed;

- their output can be swiftly step-
ped up to reguiate the grid when
there are sudden, unexpected
surges in demand,;

— they constitute a reserve gene-
rating capacity which can be ex-
ploited at any moment should
there be failures in other plant.

Hydroelectric ~ stations  drawing
their power from reservoirs which
are filled naturally, without need
for pumping, are obviously superior
but there are few sites left within the
Community where large new units
could be buiit.

Pumped storage systems have been
in public service since the 1920s
but their significance has increased
recently with the growth of nuclear
energy.

As a complement to nuclear power
stations, which in the future are
destined to generate a larger share
of base-load power, they can in
due course help to replace thermal
generating capacity and in this way
assist the drive to reduce the Com-
munity’s excessive dependence on
hydrocarbon imports.

Unfortunately, the number which
can be built at a cost justifying the
investment is somewhat limited by
the problem of finding suitable loca-
tions (mountainous or hilly country,
preferably near to centres of high
electricity consumption).

Various other methods of storing
energy have been and are being
considered, such as to use electric
power to compress gas which, when
released, would provide a form of
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energy which could be used to ge-
nerate electricity.

For the present, however, pumped
storage, while not a perfect solu-
tion, remains in the absence of alter-
natives a proven and practical way
of meeting a problem which troub-
les all electricity producers, to a
greater or lesser extent: how to cope
with fluctuating demand as econo-
mically as possible.

In a nutshell, it enables the accu-
mulation of low-cost electricity for
supply at periods when it would
otherwise be more costly to gene-
rate.

*
* *

One of the first loans to be made
by the European Investment Bank,
in 1959, was for a pumped storage
power station in Luxembourg, in the
north of the country at Vianden.

Here the water resources are pro-
vided by the river Our which forms
the frontier between Luxembourg
and Germany; the construction of
the station was undertaken by So-
ciété Electrique de I'Our (SEO),
the major shareholders of which
are the Luxembourg Government
and a German electricity company,
Rheinisch-Westfalisches Elektri-
zitatswerk (RWE).

The Bank provided a loan of 4 mil-
lion u. a. for a project which is im-
pressive today and was then even
more so. A barrage was built across
the Our to form a lower reservoir
of 10 million m3, Almost 300 m
higher, on the plateau of Mont St.
Nicolas, a huge excavation was
carried out in two stages to create
a second reservoir of 7 million ms.
Nine turbines, their generating ca-
pacity totalling 900 MW, were in-
stalled with the pumps in a cham-
ber hewn out of the rock at the side
of the river valley. Since the original
works, the plant has been expanded
and today its generating capacity
is 1100 MW.

The off-peak power to work the
pumps is provided by RWE which
in turn receives about three-quar-
ters of the electricity generated by
the Vianden station to meet demand
at its busiest times. Power is also
supplied for consumption in Lux-
embourg or transmitted to the
Belgian, French and Dutch grids.

In 1971 Electricité de France recei-
ved a 16 million u. a. loan to help
to finance a pumped storage station
in the Ardennes at Revin, near Char-
feville-Méziéres, a project which
was complementary to the two nuc-
lear power stations built at Chooz
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(France) and Tihange (Belgium),
each of which provides half of its
output to the network of the other
country.

A 7 million m3 reservoir has been
formed in the valley of the river Fau,
a tributary of the Meuse. An upper
reservoir, of the same size, was con-
structed on the plateau of Marqui-
sades de St. Nicolas.

Four reversible pump-turbines,
which have a total output of 720
MW when acting as turbines, are
installed underground. The total
cost of the scheme was about 90
million m3,

The EIB has helped to finance two
pumped storage systems in
Southern Italy with loans totalling
39 million u. a. which were granted
in 1974 to ENEL - Ente Nazionale
per I'Energia Elettrica.

In Sardinia a 240 MW station is be-
ing built at a forecast cost of 58 mil-
lion u. a. as a further development
of a hydro-electric scheme on the
Taloro river which the Bank has
already helped to finance. The other
project, a 129 MW pumped storage
station, ‘is included within a pro-
gramme of works in Calabria,
estimated to cost about 100 million
u. a., designed to improve exploi-
tation of the water resources of the
Massif de la Sila, both for energy
production and irrigation.

in Germany, also in 1974, the Bank
provided a loan of 16.6 million u. a.
to Schluchseewerk AG — the major
shareholders are Rheinisch-West-
falisches Elektrizititswerk (RWE)
and Badenwerk AG - for construc-
tion of a 865 MW pumped storage
station in the southern Black Fo-
rest.

The lower reservoir is in the Wehr
valley, the upper reservoir near the
village of Hornberg. The RWE and
Badenwerk supply much of the off-
peak power for the pumping ope-
rations from the nuclear power sta-
tions of Biblis and Philippsburg,
both of which the Bank has helped
to finance.

The benefits of the scheme, which
has cost about 158 million u. a., ex-
tend beyond Germany as part of
the power generated is transmitted
to the French and Swiss grids. In
this way, through cross-frontier
connections, the Schluchseewerk,
Vianden and Revin power stations
all contribute to strengthening the
continental electricity transmission
system.

Dinorwic, the latest and largest
pump storage scheme which the
EIB has helped to finance, with two

loans totalling 42 million u. a., will
use the resources of two natural
lakes, Marchlyn Mawr at the upper
level and Llyn Peris at the lower,
each of which will be developed
to increase capacity to about 6.7
million 3.

The six reversible pump-turbines
will be installed deep underground
in a chamber 153 m long, 55 m high
and 23 m wide, with access via two
tunnels over 550 m in length; this
gives an indication of the feat of
engineering involved. The gene-
rating capacity will be equivalent
to about 1675 MW over five hours
and the pumping operation to re-
fill the top lake will last about 63
hours.

The promoters, the Central Elec-
tricity Generating Board, are paying
special attention to environmen-
tal considerations as the project
is situated in the Snowdonia Natio-
nal Park.

A very careful and sympathetic re-
gard has been paid to the country-
side. Landscape architects have
been employed to ensure that the
two dams being built to enlarge
the capacity of the lakes will be
compatible with their surroundings.
The transmission lines to the nea-
rest junction with the grid will be
buried underground for much of
their length. There will be a certain
amount of tree-planting and rubble
remaining from an old slate quarry
will be removed. Power and beauty
should not be in conflict.

EIB-INFORMATION is published
periodically by the European In-
vestment Bank in six different lan-
guages (Danish, German, English,
French, Italian and Dutch).

Articles in EIB-INFORMATION may
be freely reproduced.
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Cementing industrial cooperation in West Africa

Three West African countries — Togo, Ghana and the
Ivory Coast— are presently engaged in a joint industrial
venture designed to assure the majority of their total
cement requirements over the years ahead, guaran-
teeing stability of supplies and saving precious foreign
exchange which would otherwise have to be spent

on imports.

Cement consumption is virtually a
barometer of economic growth:
developing countries with ambi-
tious plans to industrialise and
faced with rapid urbanisation, both
of which call for the building-up of
infrastructure, are inevitably sen-
sitive to factors affecting the availa-
bility and, above all, the cost of the
supplies they need.

Given that cement and clinker
(which is ground to produce ce-
ment) are hardly the most practical
of commodities to move long dis-
tances, it is not surprising that a
very small part of world production —
less than 5% on average — is inter-
nationally traded.

Countries which depend on this
segment of the market are in an
exposed position: should demand
increase faster than production,
then available surpluses will con-
tract and rise in price; there may
also be increases in production
costs and freight charges over
which they as consumers can have
no control.

For those which have the raw mate-
rials, and a market large enough
to justify the investment, the argu-
ment in favour of setting up local
production facilities, reducing de-
pendence upon imports, is there-
fore often very convincing.

This is the background to a treaty
concluded between Togo, Ghana
and the Ivory Coast in December
1975, which laid down the basis
for the joint development of subs-
tantial limestone deposits recently
discovered at Tabligbo, near Lomé,
in Togo, and construction of a
clinker production plant.

The venture is being undertaken
by «Ciments de I'Afrique de I'Ouest —
CIMAO», owned 92%, in equal
shares, by the three governments,
the remaining shareholders being
the French cement manufacturers
Origny-Desvroise — which will pro-
vide management services and tech-
nical assistance — and two local
companies which grind clinker to
produce cement, Société des Ci-
ments d'Abidjan (lvory Coast) and
the Ghana Cement Company Ltd.
The British group Associated Port-

This is the first large-scale regional industrial project
in West Africa and it meets with one of the most im-
portant economic and political objectives in the area,
the forging of stronger links between English and
French- speaking countries. The European Investment
Bank has provided support with finance totalling the

equivalent of 25.9 million units of account.

land Cement Manufacturers Ltd.
will be responsible for the enginee-
ring.

Situated about 80 km. from Lomé,
the limestone deposits extend over
almost 20 km2 and reserves so far
proven would cover 40 — 60 years
at the scheduled rates of extraction.
In this single location are to be
found the raw materials (lime-
stone, clay and sand) needed for the
production of clinker for Portland
cement.

The clinker plant will be equipped
with two kilns with a total produc-
tion capacity of around 1.2 million
tons per year. This would already
make it one of the largest in Africa
south of the Sahara, but it has been
designed with the possibility in
mind of adding a third kiln, in which
case capacity would be boosted to
1.8 million tons per year.

Under the treaty it is foreseen that
the three States will take up all the
production which will be sold at
a single basic price to clinker cru-
shing plants operating in the res-
pective countries.

International cooperation

The total cost of the scheme is
estimated at the equivalent of
around 245 million u.a. (1976 prices),
about 190 million of this for the in-
dustrialpartof theproject,forwhich
CIMAO is responsible, and 55 mil-
lion for railway, port and energy
infrastructure which the operation
of the plant will call for and which
will be provided by the Togolese
Government. The funding of invest-
ments of this magnitude — more
than 80% of which must be paid for
in foreign currencies — has involved
cooperation between development
finance institutions on a truly in-
ternational scale.

Apart from the European Invest-
ment Bank, finance for the indus-
trial investments is being provided
by the World Bank (IBRD), the
Caisse Centrale de Coopération
Economique (France), the Arab
Bank for Economic Development
in Africa and the African Develop-
ment Bank, in addition to the com-
pany itself, from its own resources.

For the infrastructure development,
the financing plan envisages parti-
cipation of the Community’s Euro-
pean Development Fund, the Cana-
dian International Development
Association (CIDA), the African
Development Bank and the Kredit-
anstalt flir Wiederaufbau (Ger-
many).

For its part, the European Invest-
ment Bank, in March last year, gran-
ted to CIMAO a 15-year loan of
5.925 million u.a.; with this opera-
tion the EIB reached the ceiling of
90 million u.a. which had been set
on loans from the Bank’s own re-
sources under the terms of the se-
cond Yaoundé Convention be-
tween the EEC and the Associated
African States, Madagascar and
Mauritius (AASMM).

In December last year, the Bank
followed up with further support
totalling 20 million u.a., provided un-
der the framework of the Lomé Con-
vention, which had come into force
in the meantime (1 April).

This Convention, concluded bet-
ween 46 African, Caribbean and
Pacific States, makes provision
for the EIB to lend 390 million u.a.
from its own resources. The Bank
also has the responsibility for ma-
naging 100 million u.a. from the
resources of the European Develop-
ment Fund, for use as interest sub-
sidies of 3%, and a further 95 mil-
lion u.a. to be employed for risk
capital financing.

Of the above 20 million u.a., 14
million was provided from the
Bank’'s own resources in a loan to
CIMAO for 14} years at an inte-
rest rate of 6%, after allowing for a
rebate of 3%. Three risk capital
operations, in the form of subordi-
nated loans (repayable only after
senior loans have been paid off),
were concluded with the three
States to help them to finance their
shares in the preference capital
of CIMAO; these loans, each the
equivalent of 2 million u.a., were
for 20 years, including a 14-year
grace period, at an interest rate
fixed initially at 2%. This illustra-
tes how, under the Lomé Conven-
tion, the Bank can employ diffe-
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rent but complementary forms of
financial aid to support the same
project.

Economic benefits

The close cooperation in production
and marketing of a commodity
which is basic to their economic
development is expected to bring
many benefits to Togo, Ghana and
the lvory Coast.

Apart from surety of supplies —
the plant should cover over 70% of
their estimated combined requi-
rements when it comes into opera-
tion in 1981, and it is capable of
further expansion — cement prices
will no longer depend entirely on
the ups and downs of the world
market.

Togo, the host country and the least
developed of the three, is expected
to gain substantially in terms of its
balance of payments, but also by
virtue of the fact that the exploita-
tion of these resources will help
to diversify an economy which is
heavily dependent upon only three
exports, cocoa, coffee, and phos-
phates, earnings from which have
fluctuated considerably according
to world market conditions. In ad-
dition, 600 permanent jobs should
be directly created with possibly as
many as a further 400 related to the
plant in one way or another. At the
peak of activity, construction work
will provide temporary jobs for up to
3000 people.

Ghana will be able to offset part of
the purchase costs of clinker by
supplying the Tabligbo plant with
power from the Akosombo hydro-
electric station on the Volta river
and, at a later stage, from the
Kpong power station which is now
being constructed with internatio-
nal financial assistance including a
loan from the EIB. Insofar as the
CIMAO piant involves a certain
transfer of technology, there is an
additional benefit for the three
countries.

However, perhaps the most impor-
tant aspect of the project, aithough
difficult to quantify, is the stimu-
lation given to regiona! economic
development and cooperation in a
part of Africa where, historically,
links between anglophone and
francophone zones have been li-
mited. The CIMAO project may be
seen as a pointer to the wider di-
mensions of industrial activity which
can result from closer collabora-
tion between different countries and
a measure of pooling resources and
national markets.
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New appointments

The Board of Governors of the Europeap Investment Bank has appointed
two new Members to the Board of Directors, Mr. Maurice Horgan, Assistant
Secretary at the Irish Department of Finance in Dublin, and Baron B. F. van
'ttersum, Director (External Finance) at the Netherlands Ministry of Fi-
nance in the Hague.

Mr Horgan succeeds Mr Sean Murray who died on 9 October last year. Baron
van Ittersum replaces Mr Anthony IJ. A. Looijen who, in January this year,
became an Executive Director of the World Bank for Cyprus, Israel, Nether-
lands, Roumania and Yugoslavia.

Baron van Ittersum was previously an Alternate Director of the EIB, nomina-
ted jointly by the Benelux countries. He is succeeded in this position by Mr
P. C. Maas, Managing Director of the Nationale Investeringsbank N. V. in
the Hague.

*
* *

The title of Honorary Vice-President has been conferred by the Governors
upon two former Vice-Presidents of the Bank, Mr Sjoerd Boomstra and Mr
Luca Rosania, in recognition of their valued service over many years.

Mr Boomstra, who relinquished his post in September 1976, for personal
reasons, had served on the Bank’s Board of Directors from 1958, when the
Bank was created, and was appointed a Vice-President in 1970. Mr. Rosania
was a Vice-President of the Bank for six years until June 1976.

Interest rates

As the European Investment Bank works on a non-profit-making basis,
its interest rates are close to the average which it has to pay to procure
its own funds by borrowing on capital markets inside and outside the
Community. _ .

In the majority of cases loans are disbursed in several currencies (those
of the nine EEC Member States and other convertible currencies, United
States dollars representing the largest proportion) which are selected
by the Bank after consultation with the borrower. However, within
certain limits, the Bank may agree to make payment solely in United
States dollars or Swiss francs.

The term of the loan depends on the type of project, the normal depre-
ciation period for the equipment financed and on the conditions pre-
vailing on the capital markets. While the duration is normally between
7 and 12 years there are, at present, limited possibilities of lending for
up to 20 years, for certain infrastructure projects.

At 15 February 1977 the following interest rates were in force:

Loans disbursed in several currencies
up to 8 years

over 8 years and up to 12 years

over 12 years

81/4%
87/8%
9/8%

Loans disbursed in a single currency

Duration
in years: 5 6 7 8 9

Swiss Francs
5to 8 years

US dollars
6 to 20 years

10 1 12 13-15 16-20

57/8% 6% 6%/8% 6'/4%

812% 83%% 8'2% 9% 9% 9'/4% 93%8% 9V/2% 958%
A brochure entitled «Loans and Guarantees in the Member Countries
of the European Economic Community» is available, free on request
(see address on page 6), for those who would like more detailed infor-
mation concerning how the Bank operates and the terms of its finance.






